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SUBJECT: B&CT Rates/ Reduce Tax on Eligible Small Businesses by 10%

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as introduced
X February 25,2000.

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED February 25,2000, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would allow an eligible small business to reduce its corporate
franchise or incone tax liability by 10%

SUMVARY OF AMENDMENT

The April 10, 2000, anendnents made changes that were provided by the departnent
at the author’s and Assenbly Revenue and Taxation Conmittee staff’'s request. The
amendnents would apply the tax reduction to both the corporate incone tax and the
corporate franchise tax. The anendnents also clarify when a business is an
eligible small business. The anmendnents resol ved the constitutional issue and

i npl enent ati on concerns rai sed by the departnent.

The Effective Date, Legislative History, current |aw discussion of Specific

Fi ndi ngs and Fi scal Inpact fromthe departnent’s analysis of the bill as

i ntroduced February 25, 2000, still apply. The remainder of that analysis is
replaced with the following. 1In addition, the Board Position is reiterated
bel ow.

SPECI FI C FI NDI NGS

This bill would allow an “eligible small business” to reduce its corporate
franchi se or incone tax, after application of any credits, by 10% The m ni mum
franchi se tax al so woul d be reduced by 10%

An “eligible small business” (as defined in paragraph (1) of subdivision (f) of
Section 24416) would nmean any trade or business that has gross receipts, |ess
returns and all owances, of less than $1 mllion during the inconme year.

Board Position: Legislative Director Date
S NA NP
SA O NAR :
N OUA X PENDING Johnnie Lou Rosas 4/14/00
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“Gross receipts, less returns and al |l onances” woul d nean the sum of the gross
recei pts fromthe production of business income and the gross receipts fromthe
producti on of nonbusiness income. The determination of gross receipts of the
corporation would be made by including the gross receipts of each nmenber of the
commonly controll ed group

This bill would not apply to the Alternative M ninmum Tax since it is inmposed
under Chapter 2.5 of the B&CTL or to the bank tax (Article 3 of Chapter 2). In
addition, the bill specifies that it would not apply to S corporations.

| MPLEMENTATI ON CONSI DERATI ONS

I mpl ementing this bill would require some changes to existing tax fornms and
instructions and i nformation systens, which could be acconplished during the
department's normal annual update.

BOARD POSI TI ON

Pendi ng.



